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SUBJECT: CONVERSION OF SPECIFIC AND COMPOUND RATES TO 
AD VALOREM 

1 . WE JUST RECEIVED LIST OF ITEMS NOMINATED FOR 
CONVERSION AND ARE ANALYZING. LIST IS ATTACHED TO A 
TPSC DOCUMENT WHICH WE ARE ASKED TO CLEAR BY WEDNESDAY 
NOON. DOCUMENT RECOMMENDS THAT ITEMS SHOULD BE 
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PROPOSED FOR CONVERSION AND THAT WE RESERVE RIGHT TO 
ADD OR DELETE ITEMS. BACKGROUND DISCUSSION REFERS 
TO CONVERSION DURING THE TIME FRAME OF THE MTN AND 
THUS LEAVES VAGUE WHETHER ARTICLE XXVIII PROCEDURE 
WOULD BE FOLLOWED OR NOT. WE SEE FOLLOWING CASES: 

A) SOME SPECIFIC DUTIES; 
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B) COMPOUND DUTIES ON WHICH OFFERED CUT CAN BE APPLIED 
SO AS TO ELIMINATE THE SPECIFIC PORTION AND PERHAPS 
SHAVE THE A.V. PORTION AS WELL; 

C) COMPOUND DUTIES ON WHICH OFFERED CUT IS NOT LARGE 
ENOUGH TO ELIMINATE SPECIFIC PORTION (LEAVING A.V. 

PORTION UNCUT); 

D) COMPOUND DUTIES ON EXCEPTED ITEMS; 

2. WE BELIEVE OUR TRADING PARTNERS WOULD STRONGLY 
OBIECT TO UNCONDITIONAL CONVERSION OF ITEMS OF TYPES 
A AND D. CONVERSION OF THESE RATES WOULD ALMOST 
CERTAINLY RESULT IN DEMAND FOR COMPENSATION UNDER 
ART. XXVIII, AND NEGOTIATIONS WOULD LIKELY BE COMPLEX 
AND DIFFICULT. 

3. CONVERSION OF TYPE B ITEMS SHOULD BE MUCH SIMPLER. 
OTHER NATIONS MIGHT ARGUE THAT OFFERS SO FORMULATED 
ARE WORTH LESS (THAN EQUAL CUTS IN BOTH SPECIFIC 

AND A.V. PORTIONS) BUT IN MOST CASES THIS SHOULD NOT 
CAUSE UNDUE DIFFICULTY. 

4. CONVERSION OF TYPE C ITEMS MIGHT ALSO BE FOLDED 
INTO MTN, BUT WITH GREATER DIFFICULTY, AS OTHERS WILL 
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ARGUE MORE STRONGLY THAT SUCH OFFERS ARE 'WORTH LESS." 

5. WE BELIEVE DECISIONS ON THIS ISSUE SHOULD BE POST- 
PONED FOR THE MOMENT. WE HAVE NOT HAD TIME TO STUDY 
INDIVIDUAL ITEMS AND THEY ARE SO NUMEROUS AS TO 

BE UNHELPFUL IN REACHING A JULY 15 AGREEMENT WITH 
OUR NEGOTIATING PARTNERS. AFTER JULY 15 WE CAN FOCUS 
ON ATTEMPTING TO LIMIT LIST AS MUCH AS POSSIBLE TO 
CASES OF TYPES B AND C. WE WILL WANT TO MINIMIZE 
BOTH COMPLEXITY OF ARTICLE XXVIII NEGOTIATIONS 
THAT MAY ARISE FROM THIS ISSUE AND MINIMIZE DAMAGE 
TO VALUE OF OUR OFFER. HOWEVER, THIS MAY NOT BE 
POSSIBLE DOMESTICALLY SINCE WE WOULD BE ACCOMMODATING 
SOME DOMESTIC INTEREST AND NOT OTHERS. 

6. WE ARE THEREFORE TELLING STR WE CANNOT CLEAR 
THE TPSC PAPER AND THAT IF DECISION NEEDED THIS 
WEEK IT SHOULD BE MADE BY TPRG. CHRISTOPHER 
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